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MEMO MEMO 
  

  
TO:   Mr. Robert C. Lawton, County Manager TO:   Mr. Robert C. Lawton, County Manager 
  
FROM:  Andrew D. Reilly FROM:  Andrew D. Reilly 
  
DATE:   April 1, 2014 DATE:   April 1, 2014 
  
RE:   Hotel Sterling Project Audit Issue Summary RE:   Hotel Sterling Project Audit Issue Summary 
  

Luzerne County and HUD have been engaged in a dispute for two years over a loan made 
in 2002 to City Vest, a local non-profit, which was used to buy and redevelop the former 
Hotel Sterling. 

The dispute arose when the former County Controller wrote to HUD complaining of 
waste/mismanagement.   HUD’s Office of Inspector General (OIG) determined that all 
expenditures were for “eligible” activities. However, the OIG felt that funds were not 
“fundable” because low/moderate income jobs were not created at the site and thus 
concluded that the County should reimburse the Business Development Loan Program 
approximately $6 million. 

Since the audit determination, HUD authorized the City of Wilkes-Barre to demolish the 
Sterling Hotel with  HUD Community Development Block grant funds, knowing full 
well that the asset (Sterling property) being destroyed was liened to the County in the 
amount of $6 million.  HUD never sought the County’s input in this decision yet was 
fully aware of the background and the County/HUD financial interest therein.

Over the last two years HUD has cleared the County of two of the three findings in the 
audit however, they have not relented on the issue of reimbursing the loan fund.  It is the 
County’s opinion that HUD has ignored program regulations and jumped to the 
conclusion of a monetized settlement.  HUD has not responded directly to points raised in 
writing by Luzerne County.  The County also believes whoever made the monetization 
decision in HUD HQ was misinformed or unaware of what actually occurred. For that 
reason, we have requested a meeting with senior HUD HQ staff to fully set forth our 
position.
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We request the attendance and support of our Congressional delegation, and would be 
happy to provide a technical briefing on this matter prior to the HUD meeting.  The 
meeting request was submitted to HUD on January 30, 2014, and to date we have not 
been notified of a meeting date.
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